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Budget Part 6 for definitions of stra-
tegic objectives and performance goals. 

(e) Any other information required 
by the Federal awarding agency. 

§ 200.211 Public access to Federal 
award information. 

(a) In accordance with statutory re-
quirements for Federal spending trans-
parency (e.g., FFATA), except as noted 
in this section, for applicable Federal 
awards the Federal awarding agency 
must announce all Federal awards pub-
licly and publish the required informa-
tion on a publicly available OMB-des-
ignated governmentwide Web site (at 
time of publication, 
www.USAspending.gov). 

(b) Nothing in this section may be 
construed as requiring the publication 
of information otherwise exempt under 
the Freedom of Information Act (5 
U.S.C 552), or controlled unclassified 
information pursuant to Executive 
Order 13556. 

Subpart D—Post Federal Award 
Requirements 

STANDARDS FOR FINANCIAL AND 
PROGRAM MANAGEMENT 

§ 200.300 Statutory and national policy 
requirements. 

(a) The Federal awarding agency 
must manage and administer the Fed-
eral award in a manner so as to ensure 
that Federal funding is expended and 
associated programs are implemented 
in full accordance with U.S. statutory 
and public policy requirements: includ-
ing, but not limited to, those pro-
tecting public welfare, the environ-
ment, and prohibiting discrimination. 
The Federal awarding agency must 
communicate to the non-Federal enti-
ty all relevant public policy require-
ments, including those in general ap-
propriations provisions, and incor-
porate them either directly or by ref-
erence in the terms and conditions of 
the Federal award. 

(b) The non-Federal entity is respon-
sible for complying with all require-
ments of the Federal award. For all 
Federal awards, this includes the provi-
sions of FFATA, which includes re-
quirements on executive compensation, 
and also requirements implementing 

the Act for the non-Federal entity at 2 
CFR part 25 Financial Assistance Use 
of Universal Identifier and Central 
Contractor Registration and 2 CFR 
part 170 Reporting Subaward and Exec-
utive Compensation Information. See 
also statutory requirements for whis-
tleblower protections at 10 U.S.C. 2409, 
41 U.S.C. 4712, and 10 U.S.C. 2324, 41 
U.S.C. 4304 and 4310. 

§ 200.301 Performance measurement. 

The Federal awarding agency must 
require the recipient to use OMB-ap-
proved governmentwide standard infor-
mation collections when providing fi-
nancial and performance information. 
As appropriate and in accordance with 
above mentioned information collec-
tions, the Federal awarding agency 
must require the recipient to relate fi-
nancial data to performance accom-
plishments of the Federal award. Also, 
in accordance with above mentioned 
governmentwide standard information 
collections, and when applicable, re-
cipients must also provide cost infor-
mation to demonstrate cost effective 
practices (e.g., through unit cost data). 
The recipient’s performance should be 
measured in a way that will help the 
Federal awarding agency and other 
non-Federal entities to improve pro-
gram outcomes, share lessons learned, 
and spread the adoption of promising 
practices. The Federal awarding agen-
cy should provide recipients with clear 
performance goals, indicators, and 
milestones as described in § 200.210 In-
formation contained in a Federal 
award. Performance reporting fre-
quency and content should be estab-
lished to not only allow the Federal 
awarding agency to understand the re-
cipient progress but also to facilitate 
identification of promising practices 
among recipients and build the evi-
dence upon which the Federal awarding 
agency’s program and performance de-
cisions are made. 

§ 200.302 Financial management. 

(a) Each state must expend and ac-
count for the Federal award in accord-
ance with state laws and procedures for 
expending and accounting for the 
state’s own funds. In addition, the 
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state’s and the other non-Federal enti-
ty’s financial management systems, in-
cluding records documenting compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of 
the Federal award, must be sufficient 
to permit the preparation of reports re-
quired by general and program-specific 
terms and conditions; and the tracing 
of funds to a level of expenditures ade-
quate to establish that such funds have 
been used according to the Federal 
statutes, regulations, and the terms 
and conditions of the Federal award. 
See also § 200.450 Lobbying. 

(b) The financial management sys-
tem of each non-Federal entity must 
provide for the following (see also 
§§ 200.333 Retention requirements for 
records, 200.334 Requests for transfer of 
records, 200.335 Methods for collection, 
transmission and storage of informa-
tion, 200.336 Access to records, and 
200.337 Restrictions on public access to 
records): 

(1) Identification, in its accounts, of 
all Federal awards received and ex-
pended and the Federal programs under 
which they were received. Federal pro-
gram and Federal award identification 
must include, as applicable, the CFDA 
title and number, Federal award identi-
fication number and year, name of the 
Federal agency, and name of the pass- 
through entity, if any. 

(2) Accurate, current, and complete 
disclosure of the financial results of 
each Federal award or program in ac-
cordance with the reporting require-
ments set forth in §§ 200.327 Financial 
reporting and 200.328 Monitoring and 
reporting program performance. If a 
Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records on 
other than an accrual basis, the recipi-
ent must not be required to establish 
an accrual accounting system. This re-
cipient may develop accrual data for 
its reports on the basis of an analysis 
of the documentation on hand. Simi-
larly, a pass-through entity must not 
require a subrecipient to establish an 
accrual accounting system and must 
allow the subrecipient to develop ac-
crual data for its reports on the basis 
of an analysis of the documentation on 
hand. 

(3) Records that identify adequately 
the source and application of funds for 
federally-funded activities. These 
records must contain information per-
taining to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, expenditures, income and 
interest and be supported by source 
documentation. 

(4) Effective control over, and ac-
countability for, all funds, property, 
and other assets. The non-Federal enti-
ty must adequately safeguard all assets 
and assure that they are used solely for 
authorized purposes. See § 200.303 Inter-
nal controls. 

(5) Comparison of expenditures with 
budget amounts for each Federal 
award. 

(6) Written procedures to implement 
the requirements of § 200.305 Payment. 

(7) Written procedures for deter-
mining the allowability of costs in ac-
cordance with Subpart E—Cost Prin-
ciples of this part and the terms and 
conditions of the Federal award. 

§ 200.303 Internal controls. 
The non-Federal entity must: 
(a) Establish and maintain effective 

internal control over the Federal 
award that provides reasonable assur-
ance that the non-Federal entity is 
managing the Federal award in compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of 
the Federal award. These internal con-
trols should be in compliance with 
guidance in ‘‘Standards for Internal 
Control in the Federal Government’’ 
issued by the Comptroller General of 
the United States and the ‘‘Internal 
Control Integrated Framework’’, issued 
by the Committee of Sponsoring Orga-
nizations of the Treadway Commission 
(COSO). 

(b) Comply with Federal statutes, 
regulations, and the terms and condi-
tions of the Federal awards. 

(c) Evaluate and monitor the non- 
Federal entity’s compliance with stat-
ute, regulations and the terms and con-
ditions of Federal awards. 

(d) Take prompt action when in-
stances of noncompliance are identified 
including noncompliance identified in 
audit findings. 

(e) Take reasonable measures to safe-
guard protected personally identifiable 
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information and other information the 
Federal awarding agency or pass- 
through entity designates as sensitive 
or the non-Federal entity considers 
sensitive consistent with applicable 
Federal, state and local laws regarding 
privacy and obligations of confiden-
tiality. 

§ 200.304 Bonds. 
The Federal awarding agency may in-

clude a provision on bonding, insur-
ance, or both in the following cir-
cumstances: 

(a) Where the Federal government 
guarantees or insures the repayment of 
money borrowed by the recipient, the 
Federal awarding agency, at its discre-
tion, may require adequate bonding 
and insurance if the bonding and insur-
ance requirements of the non-Federal 
entity are not deemed adequate to pro-
tect the interest of the Federal govern-
ment. 

(b) The Federal awarding agency may 
require adequate fidelity bond coverage 
where the non-Federal entity lacks suf-
ficient coverage to protect the Federal 
government’s interest. 

(c) Where bonds are required in the 
situations described above, the bonds 
must be obtained from companies hold-
ing certificates of authority as accept-
able sureties, as prescribed in 31 CFR 
Part 223, ‘‘Surety Companies Doing 
Business with the United States.’’ 

§ 200.305 Payment. 
(a) For states, payments are gov-

erned by Treasury-State CMIA agree-
ments and default procedures codified 
at 31 CFR Part 205 ‘‘Rules and Proce-
dures for Efficient Federal-State Funds 
Transfers’’ and TFM 4A–2000 Overall 
Disbursing Rules for All Federal Agen-
cies. 

(b) For non-Federal entities other 
than states, payments methods must 
minimize the time elapsing between 
the transfer of funds from the United 
States Treasury or the pass-through 
entity and the disbursement by the 
non-Federal entity whether the pay-
ment is made by electronic funds 
transfer, or issuance or redemption of 
checks, warrants, or payment by other 
means. See also § 200.302 Financial 
management paragraph (f). Except as 
noted elsewhere in this part, Federal 

agencies must require recipients to use 
only OMB-approved standard govern-
mentwide information collection re-
quests to request payment. 

(1) The non-Federal entity must be 
paid in advance, provided it maintains 
or demonstrates the willingness to 
maintain both written procedures that 
minimize the time elapsing between 
the transfer of funds and disbursement 
by the non-Federal entity, and finan-
cial management systems that meet 
the standards for fund control and ac-
countability as established in this part. 
Advance payments to a non-Federal en-
tity must be limited to the minimum 
amounts needed and be timed to be in 
accordance with the actual, immediate 
cash requirements of the non-Federal 
entity in carrying out the purpose of 
the approved program or project. The 
timing and amount of advance pay-
ments must be as close as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity 
for direct program or project costs and 
the proportionate share of any allow-
able indirect costs. The non-Federal 
entity must make timely payment to 
contractors in accordance with the 
contract provisions. 

(2) Whenever possible, advance pay-
ments must be consolidated to cover 
anticipated cash needs for all Federal 
awards made by the Federal awarding 
agency to the recipient. 

(i) Advance payment mechanisms in-
clude, but are not limited to, Treasury 
check and electronic funds transfer and 
should comply with applicable guid-
ance in 31 CFR part 208. 

(ii) Non-Federal entities must be au-
thorized to submit requests for advance 
payments and reimbursements at least 
monthly when electronic fund transfers 
are not used, and as often as they like 
when electronic transfers are used, in 
accordance with the provisions of the 
Electronic Fund Transfer Act (15 
U.S.C. 1601). 

(3) Reimbursement is the preferred 
method when the requirements in para-
graph (b) cannot be met, when the Fed-
eral awarding agency sets a specific 
condition per § 200.207 Specific condi-
tions, or when the non-Federal entity 
requests payment by reimbursement. 
This method may be used on any Fed-
eral award for construction, or if the 
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major portion of the construction 
project is accomplished through pri-
vate market financing or Federal 
loans, and the Federal award con-
stitutes a minor portion of the project. 
When the reimbursement method is 
used, the Federal awarding agency or 
pass-through entity must make pay-
ment within 30 calendar days after re-
ceipt of the billing, unless the Federal 
awarding agency or pass-through enti-
ty reasonably believes the request to 
be improper. 

(4) If the non-Federal entity cannot 
meet the criteria for advance payments 
and the Federal awarding agency or 
pass-through entity has determined 
that reimbursement is not feasible be-
cause the non-Federal entity lacks suf-
ficient working capital, the Federal 
awarding agency or pass-through enti-
ty may provide cash on a working cap-
ital advance basis. Under this proce-
dure, the Federal awarding agency or 
pass-through entity must advance cash 
payments to the non-Federal entity to 
cover its estimated disbursement needs 
for an initial period generally geared 
to the non-Federal entity’s disbursing 
cycle. Thereafter, the Federal award-
ing agency or pass-through entity must 
reimburse the non-Federal entity for 
its actual cash disbursements. Use of 
the working capital advance method of 
payment requires that the pass- 
through entity provide timely advance 
payments to any subrecipients in order 
to meet the subrecipient’s actual cash 
disbursements. The working capital ad-
vance method of payment must not be 
used by the pass-through entity if the 
reason for using this method is the un-
willingness or inability of the pass- 
through entity to provide timely ad-
vance payments to the subrecipient to 
meet the subrecipient’s actual cash dis-
bursements. 

(5) Use of resources before requesting 
cash advance payments. To the extent 
available, the non-Federal entity must 
disburse funds available from program 
income (including repayments to a re-
volving fund), rebates, refunds, con-
tract settlements, audit recoveries, and 
interest earned on such funds before re-
questing additional cash payments. 

(6) Unless otherwise required by Fed-
eral statutes, payments for allowable 
costs by non-Federal entities must not 

be withheld at any time during the pe-
riod of performance unless the condi-
tions of §§ 200.207 Specific conditions, 
Subpart D—Post Federal Award Re-
quirements of this part, 200.338 Rem-
edies for Noncompliance, or the fol-
lowing apply: 

(i) The non-Federal entity has failed 
to comply with the project objectives, 
Federal statutes, regulations, or the 
terms and conditions of the Federal 
award. 

(ii) The non-Federal entity is delin-
quent in a debt to the United States as 
defined in OMB Guidance A–129, ‘‘Poli-
cies for Federal Credit Programs and 
Non-Tax Receivables.’’ Under such con-
ditions, the Federal awarding agency 
or pass-through entity may, upon rea-
sonable notice, inform the non-Federal 
entity that payments must not be 
made for obligations incurred after a 
specified date until the conditions are 
corrected or the indebtedness to the 
Federal government is liquidated. 

(iii) A payment withheld for failure 
to comply with Federal award condi-
tions, but without suspension of the 
Federal award, must be released to the 
non-Federal entity upon subsequent 
compliance. When a Federal award is 
suspended, payment adjustments will 
be made in accordance with § 200.342 Ef-
fects of suspension and termination. 

(iv) A payment must not be made to 
a non-Federal entity for amounts that 
are withheld by the non-Federal entity 
from payment to contractors to assure 
satisfactory completion of work. A 
payment must be made when the non- 
Federal entity actually disburses the 
withheld funds to the contractors or to 
escrow accounts established to assure 
satisfactory completion of work. 

(7) Standards governing the use of 
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows. 

(i) The Federal awarding agency and 
pass-through entity must not require 
separate depository accounts for funds 
provided to a non-Federal entity or es-
tablish any eligibility requirements for 
depositories for funds provided to the 
non-Federal entity. However, the non- 
Federal entity must be able to account 
for the receipt, obligation and expendi-
ture of funds. 
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(ii) Advance payments of Federal 
funds must be deposited and main-
tained in insured accounts whenever 
possible. 

(8) The non-Federal entity must 
maintain advance payments of Federal 
awards in interest-bearing accounts, 
unless the following apply. 

(i) The non-Federal entity receives 
less than $120,000 in Federal awards per 
year. 

(ii) The best reasonably available in-
terest-bearing account would not be ex-
pected to earn interest in excess of $500 
per year on Federal cash balances. 

(iii) The depository would require an 
average or minimum balance so high 
that it would not be feasible within the 
expected Federal and non-Federal cash 
resources. 

(iv) A foreign government or banking 
system prohibits or precludes interest 
bearing accounts. 

(9) Interest earned on Federal ad-
vance payments deposited in interest- 
bearing accounts must be remitted an-
nually to the Department of Health 
and Human Services, Payment Man-
agement System, Rockville, MD 20852. 
Interest amounts up to $500 per year 
may be retained by the non-Federal en-
tity for administrative expense. 

§ 200.306 Cost sharing or matching. 
(a) Under Federal research proposals, 

voluntary committed cost sharing is 
not expected. It cannot be used as a 
factor during the merit review of appli-
cations or proposals, but may be con-
sidered if it is both in accordance with 
Federal awarding agency regulations 
and specified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and 
any other program policy factors that 
may be used to determine who may re-
ceive a Federal award must be explic-
itly described in the notice of funding 
opportunity. Furthermore, only man-
datory cost sharing or cost sharing spe-
cifically committed in the project 
budget must be included in the orga-
nized research base for computing the 
indirect (F&A) cost rate or reflected in 
any allocation of indirect costs. See 
also §§ 200.414 Indirect (F&A) costs, 
200.203 Notices of funding opportuni-
ties, and Appendix I to Part 200—Full 
Text of Notice of Funding Opportunity. 

(b) For all Federal awards, any 
shared costs or matching funds and all 
contributions, including cash and third 
party in-kind contributions, must be 
accepted as part of the non-Federal en-
tity’s cost sharing or matching when 
such contributions meet all of the fol-
lowing criteria: 

(1) Are verifiable from the non-Fed-
eral entity’s records; 

(2) Are not included as contributions 
for any other Federal award; 

(3) Are necessary and reasonable for 
accomplishment of project or program 
objectives; 

(4) Are allowable under Subpart E— 
Cost Principles of this part; 

(5) Are not paid by the Federal gov-
ernment under another Federal award, 
except where the Federal statute au-
thorizing a program specifically pro-
vides that Federal funds made avail-
able for such program can be applied to 
matching or cost sharing requirements 
of other Federal programs; 

(6) Are provided for in the approved 
budget when required by the Federal 
awarding agency; and 

(7) Conform to other provisions of 
this part, as applicable. 

(c) Unrecovered indirect costs, in-
cluding indirect costs on cost sharing 
or matching may be included as part of 
cost sharing or matching only with the 
prior approval of the Federal awarding 
agency. Unrecovered indirect cost 
means the difference between the 
amount charged to the Federal award 
and the amount which could have been 
to the Federal award under the non- 
Federal entity’s approved negotiated 
indirect cost rate. 

(d) Values for non-Federal entity 
contributions of services and property 
must be established in accordance with 
§ 200.434 Contributions and donations. If 
a Federal awarding agency authorizes 
the non-Federal entity to donate build-
ings or land for construction/facilities 
acquisition projects or long-term use, 
the value of the donated property for 
cost sharing or matching must be the 
lesser of paragraphs (d)(1) or (2) of this 
section. 

(1) The value of the remaining life of 
the property recorded in the non-Fed-
eral entity’s accounting records at the 
time of donation. 
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(2) The current fair market value. 
However, when there is sufficient jus-
tification, the Federal awarding agen-
cy may approve the use of the current 
fair market value of the donated prop-
erty, even if it exceeds the value de-
scribed in (1) above at the time of dona-
tion. 

(e) Volunteer services furnished by 
third-party professional and technical 
personnel, consultants, and other 
skilled and unskilled labor may be 
counted as cost sharing or matching if 
the service is an integral and necessary 
part of an approved project or program. 
Rates for third-party volunteer serv-
ices must be consistent with those paid 
for similar work by the non-Federal en-
tity. In those instances in which the 
required skills are not found in the 
non-Federal entity, rates must be con-
sistent with those paid for similar 
work in the labor market in which the 
non-Federal entity competes for the 
kind of services involved. In either 
case, paid fringe benefits that are rea-
sonable, necessary, allocable, and oth-
erwise allowable may be included in 
the valuation. 

(f) When a third-party organization 
furnishes the services of an employee, 
these services must be valued at the 
employee’s regular rate of pay plus an 
amount of fringe benefits that is rea-
sonable, necessary, allocable, and oth-
erwise allowable, and indirect costs at 
either the third-party organization’s 
approved federally negotiated indirect 
cost rate or, a rate in accordance with 
§ 200.414 Indirect (F&A) costs, para-
graph (d), provided these services em-
ploy the same skill(s) for which the 
employee is normally paid. Where do-
nated services are treated as indirect 
costs, indirect cost rates will separate 
the value of the donated services so 
that reimbursement for the donated 
services will not be made. 

(g) Donated property from third par-
ties may include such items as equip-
ment, office supplies, laboratory sup-
plies, or workshop and classroom sup-
plies. Value assessed to donated prop-
erty included in the cost sharing or 
matching share must not exceed the 
fair market value of the property at 
the time of the donation. 

(h) The method used for determining 
cost sharing or matching for third- 

party-donated equipment, buildings 
and land for which title passes to the 
non-Federal entity may differ accord-
ing to the purpose of the Federal 
award, if paragraph (h)(1) or (2) of this 
section applies. 

(1) If the purpose of the Federal 
award is to assist the non-Federal enti-
ty in the acquisition of equipment, 
buildings or land, the aggregate value 
of the donated property may be 
claimed as cost sharing or matching. 

(2) If the purpose of the Federal 
award is to support activities that re-
quire the use of equipment, buildings 
or land, normally only depreciation 
charges for equipment and buildings 
may be made. However, the fair market 
value of equipment or other capital as-
sets and fair rental charges for land 
may be allowed, provided that the Fed-
eral awarding agency has approved the 
charges. See also § 200.420 Consider-
ations for selected items of cost. 

(i) The value of donated property 
must be determined in accordance with 
the usual accounting policies of the 
non-Federal entity, with the following 
qualifications: 

(1) The value of donated land and 
buildings must not exceed its fair mar-
ket value at the time of donation to 
the non-Federal entity as established 
by an independent appraiser (e.g., cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible official of the non-Federal entity 
as required by the Uniform Relocation 
Assistance and Real Property Acquisi-
tion Policies Act of 1970, as amended, 
(42 U.S.C. 4601–4655) (Uniform Act) ex-
cept as provided in the implementing 
regulations at 49 CFR part 24. 

(2) The value of donated equipment 
must not exceed the fair market value 
of equipment of the same age and con-
dition at the time of donation. 

(3) The value of donated space must 
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space 
and facilities in a privately-owned 
building in the same locality. 

(4) The value of loaned equipment 
must not exceed its fair rental value. 

(j) For third-party in-kind contribu-
tions, the fair market value of goods 
and services must be documented and 
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to the extent feasible supported by the 
same methods used internally by the 
non-Federal entity. 

§ 200.307 Program income. 
(a) General. Non-Federal entities are 

encouraged to earn income to defray 
program costs where appropriate. 

(b) Cost of generating program income. 
If authorized by Federal regulations or 
the Federal award, costs incidental to 
the generation of program income may 
be deducted from gross income to de-
termine program income, provided 
these costs have not been charged to 
the Federal award. 

(c) Governmental revenues. Taxes, spe-
cial assessments, levies, fines, and 
other such revenues raised by a non- 
Federal entity are not program income 
unless the revenues are specifically 
identified in the Federal award or Fed-
eral awarding agency regulations as 
program income. 

(d) Property. Proceeds from the sale 
of real property or equipment are not 
program income; such proceeds will be 
handled in accordance with the re-
quirements of Subpart D—Post Federal 
Award Requirements of this part, Prop-
erty Standards §§ 200.311 Real property 
and 200.313 Equipment, or as specifi-
cally identified in Federal statutes, 
regulations, or the terms and condi-
tions of the Federal award. 

(e) Use of program income. If the Fed-
eral awarding agency does not specify 
in its regulations or the terms and con-
ditions of the Federal award, or give 
prior approval for how program income 
is to be used, paragraph (e)(1) of this 
section must apply. For Federal awards 
made to IHEs and nonprofit research 
institutions, if the Federal awarding 
agency does not specify in its regula-
tions or the terms and conditions of 
the Federal award how program income 
is to be used, paragraph (e)(2) of this 
section must apply. In specifying alter-
natives to paragraphs (e)(1) and (2) of 
this section, the Federal awarding 
agency may distinguish between in-
come earned by the recipient and in-
come earned by subrecipients and be-
tween the sources, kinds, or amounts 
of income. When the Federal awarding 
agency authorizes the approaches in 
paragraphs (e)(2) and (3) of this section, 
program income in excess of any 

amounts specified must also be de-
ducted from expenditures. 

(1) Deduction. Ordinarily program in-
come must be deducted from total al-
lowable costs to determine the net al-
lowable costs. Program income must be 
used for current costs unless the Fed-
eral awarding agency authorizes other-
wise. Program income that the non- 
Federal entity did not anticipate at the 
time of the Federal award must be used 
to reduce the Federal award and non- 
Federal entity contributions rather 
than to increase the funds committed 
to the project. 

(2) Addition. With prior approval of 
the Federal awarding agency, program 
income may be added to the Federal 
award by the Federal agency and the 
non-Federal entity. The program in-
come must be used for the purposes and 
under the conditions of the Federal 
award. 

(3) Cost sharing or matching. With 
prior approval of the Federal awarding 
agency, program income may be used 
to meet the cost sharing or matching 
requirement of the Federal award. The 
amount of the Federal award remains 
the same. 

(f) Income after the period of perform-
ance. There are no Federal require-
ments governing the disposition of in-
come earned after the end of the period 
of performance for the Federal award, 
unless the Federal awarding agency 
regulations or the terms and condi-
tions of the Federal award provide oth-
erwise. The Federal awarding agency 
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after the period of per-
formance as part of the grant closeout 
process. See also § 200.343 Closeout. 

§ 200.308 Revision of budget and pro-
gram plans. 

(a) The approved budget for the Fed-
eral award summarizes the financial 
aspects of the project or program as ap-
proved during the Federal award proc-
ess. It may include either the Federal 
and non-Federal share (see § 200.43 Fed-
eral share) or only the Federal share, 
depending upon Federal awarding agen-
cy requirements. It must be related to 
performance for program evaluation 
purposes whenever appropriate. 
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(b) Recipients are required to report 
deviations from budget or project scope 
or objective, and request prior approv-
als from Federal awarding agencies for 
budget and program plan revisions, in 
accordance with this section. 

(c) For non-construction Federal 
awards, recipients must request prior 
approvals from Federal awarding agen-
cies for one or more of the following 
program or budget-related reasons: 

(1) Change in the scope or the objec-
tive of the project or program (even if 
there is no associated budget revision 
requiring prior written approval). 

(2) Change in a key person specified 
in the application or the Federal 
award. 

(3) The disengagement from the 
project for more than three months, or 
a 25 percent reduction in time devoted 
to the project, by the approved project 
director or principal investigator. 

(4) The inclusion, unless waived by 
the Federal awarding agency, of costs 
that require prior approval in accord-
ance with Subpart E—Cost Principles 
of this part or 45 CFR Part 74 Appendix 
E, ‘‘Principles for Determining Costs 
Applicable to Research and Develop-
ment under Awards and Contracts with 
Hospitals,’’ or 48 CFR Part 31, ‘‘Con-
tract Cost Principles and Procedures,’’ 
as applicable. 

(5) The transfer of funds budgeted for 
participant support costs as defined in 
§ 200.75 Participant support costs to 
other categories of expense. 

(6) Unless described in the applica-
tion and funded in the approved Fed-
eral awards, the subawarding, transfer-
ring or contracting out of any work 
under a Federal award. This provision 
does not apply to the acquisition of 
supplies, material, equipment or gen-
eral support services. 

(7) Changes in the amount of ap-
proved cost-sharing or matching pro-
vided by the non-Federal entity. No 
other prior approval requirements for 
specific items may be imposed unless a 
deviation has been approved by OMB. 
See also §§ 200.102 Exceptions and 
200.407 Prior written approval (prior ap-
proval). 

(d) Except for requirements listed in 
paragraph (c)(1) of this section, the 
Federal awarding agency are author-
ized, at their option, to waive prior 

written approvals required by para-
graph (c) this section. Such waivers 
may include authorizing recipients to 
do any one or more of the following: 

(1) Incur project costs 90 calendar 
days before the Federal awarding agen-
cy makes the Federal award. Expenses 
more than 90 calendar days pre-award 
require prior approval of the Federal 
awarding agency. All costs incurred be-
fore the Federal awarding agency 
makes the Federal award are at the re-
cipient’s risk (i.e., the Federal award-
ing agency is under no obligation to re-
imburse such costs if for any reason 
the recipient does not receive a Federal 
award or if the Federal award is less 
than anticipated and inadequate to 
cover such costs). See also § 200.458 Pre- 
award costs. 

(2) Initiate a one-time extension of 
the period of performance by up to 12 
months unless one or more of the con-
ditions outlined in paragraphs (d)(2)(i) 
through (iii) of this section apply. For 
one-time extensions, the recipient 
must notify the Federal awarding 
agency in writing with the supporting 
reasons and revised period of perform-
ance at least 10 calendar days before 
the end of the period of performance 
specified in the Federal award. This 
one-time extension may not be exer-
cised merely for the purpose of using 
unobligated balances. Extensions re-
quire explicit prior Federal awarding 
agency approval when: 

(i) The terms and conditions of the 
Federal award prohibit the extension. 

(ii) The extension requires additional 
Federal funds. 

(iii) The extension involves any 
change in the approved objectives or 
scope of the project. 

(3) Carry forward unobligated bal-
ances to subsequent periods of perform-
ance. 

(4) For Federal awards that support 
research, unless the Federal awarding 
agency provides otherwise in the Fed-
eral award or in the Federal awarding 
agency’s regulations, the prior ap-
proval requirements described in para-
graph (d) are automatically waived 
(i.e., recipients need not obtain such 
prior approvals) unless one of the con-
ditions included in paragraph (d)(2) ap-
plies. 
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(e) The Federal awarding agency 
may, at its option, restrict the transfer 
of funds among direct cost categories 
or programs, functions and activities 
for Federal awards in which the Fed-
eral share of the project exceeds the 
Simplified Acquisition Threshold and 
the cumulative amount of such trans-
fers exceeds or is expected to exceed 10 
percent of the total budget as last ap-
proved by the Federal awarding agen-
cy. The Federal awarding agency can-
not permit a transfer that would cause 
any Federal appropriation to be used 
for purposes other than those con-
sistent with the appropriation. 

(f) All other changes to non-construc-
tion budgets, except for the changes de-
scribed in paragraph (c) of this section, 
do not require prior approval (see also 
§ 200.407 Prior written approval (prior 
approval)). 

(g) For construction Federal awards, 
the recipient must request prior writ-
ten approval promptly from the Fed-
eral awarding agency for budget revi-
sions whenever paragraph (g)(1), (2), or 
(3) of this section applies. 

(1) The revision results from changes 
in the scope or the objective of the 
project or program. 

(2) The need arises for additional 
Federal funds to complete the project. 

(3) A revision is desired which in-
volves specific costs for which prior 
written approval requirements may be 
imposed consistent with applicable 
OMB cost principles listed in Subpart 
E—Cost Principles of this part. 

(4) No other prior approval require-
ments for budget revisions may be im-
posed unless a deviation has been ap-
proved by OMB. 

(5) When a Federal awarding agency 
makes a Federal award that provides 
support for construction and non-con-
struction work, the Federal awarding 
agency may require the recipient to ob-
tain prior approval from the Federal 
awarding agency before making any 
fund or budget transfers between the 
two types of work supported. 

(h) When requesting approval for 
budget revisions, the recipient must 
use the same format for budget infor-
mation that was used in the applica-
tion, unless the Federal awarding agen-
cy indicates a letter of request suffices. 

(i) Within 30 calendar days from the 
date of receipt of the request for budg-
et revisions, the Federal awarding 
agency must review the request and 
notify the recipient whether the budget 
revisions have been approved. If the re-
vision is still under consideration at 
the end of 30 calendar days, the Federal 
awarding agency must inform the re-
cipient in writing of the date when the 
recipient may expect the decision. 

§ 200.309 Period of performance. 
A non-Federal entity may charge to 

the Federal award only allowable costs 
incurred during the period of perform-
ance and any costs incurred before the 
Federal awarding agency or pass- 
through entity made the Federal award 
that were authorized by the Federal 
awarding agency or pass-through enti-
ty. 

PROPERTY STANDARDS 

§ 200.310 Insurance coverage. 
The non-Federal entity must, at a 

minimum, provide the equivalent in-
surance coverage for real property and 
equipment acquired or improved with 
Federal funds as provided to property 
owned by the non-Federal entity. Fed-
erally-owned property need not be in-
sured unless required by the terms and 
conditions of the Federal award. 

§ 200.311 Real property. 
(a) Title. Subject to the obligations 

and conditions set forth in this section, 
title to real property acquired or im-
proved under a Federal award will vest 
upon acquisition in the non-Federal en-
tity. 

(b) Use. Except as otherwise provided 
by Federal statutes or by the Federal 
awarding agency, real property will be 
used for the originally authorized pur-
pose as long as needed for that purpose, 
during which time the non-Federal en-
tity must not dispose of or encumber 
its title or other interests. 

(c) Disposition. When real property is 
no longer needed for the originally au-
thorized purpose, the non-Federal enti-
ty must obtain disposition instructions 
from the Federal awarding agency or 
pass-through entity. The instructions 
must provide for one of the following 
alternatives: 
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(1) Retain title after compensating 
the Federal awarding agency. The 
amount paid to the Federal awarding 
agency will be computed by applying 
the Federal awarding agency’s percent-
age of participation in the cost of the 
original purchase (and costs of any im-
provements) to the fair market value 
of the property. However, in those situ-
ations where non-Federal entity is dis-
posing of real property acquired or im-
proved with a Federal award and ac-
quiring replacement real property 
under the same Federal award, the net 
proceeds from the disposition may be 
used as an offset to the cost of the re-
placement property. 

(2) Sell the property and compensate 
the Federal awarding agency. The 
amount due to the Federal awarding 
agency will be calculated by applying 
the Federal awarding agency’s percent-
age of participation in the cost of the 
original purchase (and cost of any im-
provements) to the proceeds of the sale 
after deduction of any actual and rea-
sonable selling and fixing-up expenses. 
If the Federal award has not been 
closed out, the net proceeds from sale 
may be offset against the original cost 
of the property. When non-Federal en-
tity is directed to sell property, sales 
procedures must be followed that pro-
vide for competition to the extent 
practicable and result in the highest 
possible return. 

(3) Transfer title to the Federal 
awarding agency or to a third party 
designated/approved by the Federal 
awarding agency. The non-Federal en-
tity is entitled to be paid an amount 
calculated by applying the non-Federal 
entity’s percentage of participation in 
the purchase of the real property (and 
cost of any improvements) to the cur-
rent fair market value of the property. 

§ 200.312 Federally-owned and exempt 
property. 

(a) Title to federally-owned property 
remains vested in the Federal govern-
ment. The non-Federal entity must 
submit annually an inventory listing of 
federally-owned property in its custody 
to the Federal awarding agency. Upon 
completion of the Federal award or 
when the property is no longer needed, 
the non-Federal entity must report the 
property to the Federal awarding agen-

cy for further Federal agency utiliza-
tion. 

(b) If the Federal awarding agency 
has no further need for the property, it 
must declare the property excess and 
report it for disposal to the appropriate 
Federal disposal authority, unless the 
Federal awarding agency has statutory 
authority to dispose of the property by 
alternative methods (e.g., the author-
ity provided by the Federal Technology 
Transfer Act (15 U.S.C. 3710 (i)) to do-
nate research equipment to edu-
cational and non-profit organizations 
in accordance with Executive Order 
12999, ‘‘Educational Technology: Ensur-
ing Opportunity for All Children in the 
Next Century.’’). The Federal awarding 
agency must issue appropriate instruc-
tions to the non-Federal entity. 

(c) Exempt federally-owned property 
means property acquired under a Fed-
eral award the title based upon the ex-
plicit terms and conditions of the Fed-
eral award that indicate the Federal 
awarding agency has chosen to vest in 
the non-Federal entity without further 
obligation to the Federal government 
or under conditions the Federal agency 
considers appropriate. The Federal 
awarding agency may exercise this op-
tion when statutory authority exists. 
Absent statutory authority and spe-
cific terms and conditions of the Fed-
eral award, title to exempt federally- 
owned property acquired under the 
Federal award remains with the Fed-
eral government. 

§ 200.313 Equipment. 

See also § 200.439 Equipment and 
other capital expenditures. 

(a) Title. Subject to the obligations 
and conditions set forth in this section, 
title to equipment acquired under a 
Federal award will vest upon acquisi-
tion in the non-Federal entity. Unless 
a statute specifically authorizes the 
Federal agency to vest title in the non- 
Federal entity without further obliga-
tion to the Federal government, and 
the Federal agency elects to do so, the 
title must be a conditional title. Title 
must vest in the non-Federal entity 
subject to the following conditions: 

(1) Use the equipment for the author-
ized purposes of the project until fund-
ing for the project ceases, or until the 
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property is no longer needed for the 
purposes of the project. 

(2) Not encumber the property with-
out approval of the Federal awarding 
agency or pass-through entity. 

(3) Use and dispose of the property in 
accordance with paragraphs (b), (c) and 
(e) of this section. 

(b) A state must use, manage and dis-
pose of equipment acquired under a 
Federal award by the state in accord-
ance with state laws and procedures. 
Other non-Federal entities must follow 
paragraphs (c) through (e) of this sec-
tion. 

(c) Use. (1) Equipment must be used 
by the non-Federal entity in the pro-
gram or project for which it was ac-
quired as long as needed, whether or 
not the project or program continues 
to be supported by the Federal award, 
and the non-Federal entity must not 
encumber the property without prior 
approval of the Federal awarding agen-
cy. When no longer needed for the 
original program or project, the equip-
ment may be used in other activities 
supported by the Federal awarding 
agency, in the following order of pri-
ority: 

(i) Activities under a Federal award 
from the Federal awarding agency 
which funded the original program or 
project, then 

(ii) Activities under Federal awards 
from other Federal awarding agencies. 
This includes consolidated equipment 
for information technology systems. 

(2) During the time that equipment is 
used on the project or program for 
which it was acquired, the non-Federal 
entity must also make equipment 
available for use on other projects or 
programs currently or previously sup-
ported by the Federal government, pro-
vided that such use will not interfere 
with the work on the projects or pro-
gram for which it was originally ac-
quired. First preference for other use 
must be given to other programs or 
projects supported by Federal awarding 
agency that financed the equipment 
and second preference must be given to 
programs or projects under Federal 
awards from other Federal awarding 
agencies. Use for non-federally-funded 
programs or projects is also permis-
sible. User fees should be considered if 
appropriate. 

(3) Notwithstanding the encourage-
ment in § 200.307 Program income to 
earn program income, the non-Federal 
entity must not use equipment ac-
quired with the Federal award to pro-
vide services for a fee that is less than 
private companies charge for equiva-
lent services unless specifically author-
ized by Federal statute for as long as 
the Federal government retains an in-
terest in the equipment. 

(4) When acquiring replacement 
equipment, the non-Federal entity may 
use the equipment to be replaced as a 
trade-in or sell the property and use 
the proceeds to offset the cost of the 
replacement property. 

(d) Management requirements. Proce-
dures for managing equipment (includ-
ing replacement equipment), whether 
acquired in whole or in part under a 
Federal award, until disposition takes 
place will, as a minimum, meet the fol-
lowing requirements: 

(1) Property records must be main-
tained that include a description of the 
property, a serial number or other 
identification number, the source of 
funding for the property (including the 
FAIN), who holds title, the acquisition 
date, and cost of the property, percent-
age of Federal participation in the 
project costs for the Federal award 
under which the property was acquired, 
the location, use and condition of the 
property, and any ultimate disposition 
data including the date of disposal and 
sale price of the property. 

(2) A physical inventory of the prop-
erty must be taken and the results rec-
onciled with the property records at 
least once every two years. 

(3) A control system must be devel-
oped to ensure adequate safeguards to 
prevent loss, damage, or theft of the 
property. Any loss, damage, or theft 
must be investigated. 

(4) Adequate maintenance procedures 
must be developed to keep the property 
in good condition. 

(5) If the non-Federal entity is au-
thorized or required to sell the prop-
erty, proper sales procedures must be 
established to ensure the highest pos-
sible return. 

(e) Disposition. When original or re-
placement equipment acquired under a 
Federal award is no longer needed for 
the original project or program or for 
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other activities currently or previously 
supported by a Federal awarding agen-
cy, except as otherwise provided in 
Federal statutes, regulations, or Fed-
eral awarding agency disposition in-
structions, the non-Federal entity 
must request disposition instructions 
from the Federal awarding agency if 
required by the terms and conditions of 
the Federal award. Disposition of the 
equipment will be made as follows, in 
accordance with Federal awarding 
agency disposition instructions: 

(1) Items of equipment with a current 
per unit fair market value of $5,000 or 
less may be retained, sold or otherwise 
disposed of with no further obligation 
to the Federal awarding agency. 

(2) Except as provided in § 200.312 Fed-
erally-owned and exempt property, 
paragraph (b), or if the Federal award-
ing agency fails to provide requested 
disposition instructions within 120 
days, items of equipment with a cur-
rent per-unit fair-market value in ex-
cess of $5,000 may be retained by the 
non-Federal entity or sold. The Federal 
awarding agency is entitled to an 
amount calculated by multiplying the 
current market value or proceeds from 
sale by the Federal awarding agency’s 
percentage of participation in the cost 
of the original purchase. If the equip-
ment is sold, the Federal awarding 
agency may permit the non-Federal en-
tity to deduct and retain from the Fed-
eral share $500 or ten percent of the 
proceeds, whichever is less, for its sell-
ing and handling expenses. 

(3) The non-Federal entity may 
transfer title to the property to the 
Federal Government or to an eligible 
third party provided that, in such 
cases, the non-Federal entity must be 
entitled to compensation for its attrib-
utable percentage of the current fair 
market value of the property. 

(4) In cases where a non-Federal enti-
ty fails to take appropriate disposition 
actions, the Federal awarding agency 
may direct the non-Federal entity to 
take disposition actions. 

§ 200.314 Supplies. 
See also § 200.453 Materials and sup-

plies costs, including costs of com-
puting devices. 

(a) Title to supplies will vest in the 
non-Federal entity upon acquisition. If 

there is a residual inventory of unused 
supplies exceeding $5,000 in total aggre-
gate value upon termination or com-
pletion of the project or program and 
the supplies are not needed for any 
other Federal award, the non-Federal 
entity must retain the supplies for use 
on other activities or sell them, but 
must, in either case, compensate the 
Federal government for its share. The 
amount of compensation must be com-
puted in the same manner as for equip-
ment. See § 200.313 Equipment, para-
graph (e)(2) for the calculation method-
ology. 

(b) As long as the Federal govern-
ment retains an interest in the sup-
plies, the non-Federal entity must not 
use supplies acquired under a Federal 
award to provide services to other or-
ganizations for a fee that is less than 
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute. 

§ 200.315 Intangible property. 

(a) Title to intangible property (see 
§ 200.59 Intangible property) acquired 
under a Federal award vests upon ac-
quisition in the non-Federal entity. 
The non-Federal entity must use that 
property for the originally-authorized 
purpose, and must not encumber the 
property without approval of the Fed-
eral awarding agency. When no longer 
needed for the originally authorized 
purpose, disposition of the intangible 
property must occur in accordance 
with the provisions in § 200.313 Equip-
ment paragraph (e). 

(b) The non-Federal entity may copy-
right any work that is subject to copy-
right and was developed, or for which 
ownership was acquired, under a Fed-
eral award. The Federal awarding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce, 
publish, or otherwise use the work for 
Federal purposes, and to authorize oth-
ers to do so. 

(c) The non-Federal entity is subject 
to applicable regulations governing 
patents and inventions, including gov-
ernmentwide regulations issued by the 
Department of Commerce at 37 CFR 
Part 401, ‘‘Rights to Inventions Made 
by Nonprofit Organizations and Small 
Business Firms Under Government 
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Awards, Contracts and Cooperative 
Agreements.’’ 

(d) The Federal government has the 
right to: 

(1) Obtain, reproduce, publish, or oth-
erwise use the data produced under a 
Federal award; and 

(2) Authorize others to receive, repro-
duce, publish, or otherwise use such 
data for Federal purposes. 

(e) Freedom of Information Act 
(FOIA). 

(1) In addition, in response to a Free-
dom of Information Act (FOIA) request 
for research data relating to published 
research findings produced under a 
Federal award that were used by the 
Federal government in developing an 
agency action that has the force and 
effect of law, the Federal awarding 
agency must request, and the non-Fed-
eral entity must provide, within a rea-
sonable time, the research data so that 
they can be made available to the pub-
lic through the procedures established 
under the FOIA. If the Federal award-
ing agency obtains the research data 
solely in response to a FOIA request, 
the Federal awarding agency may 
charge the requester a reasonable fee 
equaling the full incremental cost of 
obtaining the research data. This fee 
should reflect costs incurred by the 
Federal agency and the non-Federal en-
tity. This fee is in addition to any fees 
the Federal awarding agency may as-
sess under the FOIA (5 U.S.C. 
552(a)(4)(A)). 

(2) Published research findings means 
when: 

(i) Research findings are published in 
a peer-reviewed scientific or technical 
journal; or 

(ii) A Federal agency publicly and of-
ficially cites the research findings in 
support of an agency action that has 
the force and effect of law. ‘‘Used by 
the Federal government in developing 
an agency action that has the force and 
effect of law’’ is defined as when an 
agency publicly and officially cites the 
research findings in support of an agen-
cy action that has the force and effect 
of law. 

(3) Research data means the recorded 
factual material commonly accepted in 
the scientific community as necessary 
to validate research findings, but not 
any of the following: preliminary anal-

yses, drafts of scientific papers, plans 
for future research, peer reviews, or 
communications with colleagues. This 
‘‘recorded’’ material excludes physical 
objects (e.g., laboratory samples). Re-
search data also do not include: 

(i) Trade secrets, commercial infor-
mation, materials necessary to be held 
confidential by a researcher until they 
are published, or similar information 
which is protected under law; and 

(ii) Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a 
clearly unwarranted invasion of per-
sonal privacy, such as information that 
could be used to identify a particular 
person in a research study. 

§ 200.316 Property trust relationship. 

Real property, equipment, and intan-
gible property, that are acquired or im-
proved with a Federal award must be 
held in trust by the non-Federal entity 
as trustee for the beneficiaries of the 
project or program under which the 
property was acquired or improved. 
The Federal awarding agency may re-
quire the non-Federal entity to record 
liens or other appropriate notices of 
record to indicate that personal or real 
property has been acquired or improved 
with a Federal award and that use and 
disposition conditions apply to the 
property. 

PROCUREMENT STANDARDS 

§ 200.317 Procurements by states. 

When procuring property and serv-
ices under a Federal award, a state 
must follow the same policies and pro-
cedures it uses for procurements from 
its non-Federal funds. The state will 
comply with § 200.322 Procurement of 
recovered materials and ensure that 
every purchase order or other contract 
includes any clauses required by sec-
tion § 200.326 Contract provisions. All 
other non-Federal entities, including 
subrecipients of a state, will follow 
§§ 200.318 General procurement stand-
ards through 200.326 Contract provi-
sions. 
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§ 200.318 General procurement stand-
ards. 

(a) The non-Federal entity must use 
its own documented procurement pro-
cedures which reflect applicable State 
and local laws and regulations, pro-
vided that the procurements conform 
to applicable Federal law and the 
standards identified in this section. 

(b) Non-Federal entities must main-
tain oversight to ensure that contrac-
tors perform in accordance with the 
terms, conditions, and specifications of 
their contracts or purchase orders. 

(c)(1) The non-Federal entity must 
maintain written standards of conduct 
covering conflicts of interest and gov-
erning the performance of its employ-
ees engaged in the selection, award and 
administration of contracts. No em-
ployee, officer, or agent must partici-
pate in the selection, award, or admin-
istration of a contract supported by a 
Federal award if he or she has a real or 
apparent conflict of interest. Such a 
conflict of interest would arise when 
the employee, officer, or agent, any 
member of his or her immediate fam-
ily, his or her partner, or an organiza-
tion which employs or is about to em-
ploy any of the parties indicated here-
in, has a financial or other interest in 
or a tangible personal benefit from a 
firm considered for a contract. The of-
ficers, employees, and agents of the 
non-Federal entity must neither solicit 
nor accept gratuities, favors, or any-
thing of monetary value from contrac-
tors or parties to subcontracts. How-
ever, non-Federal entities may set 
standards for situations in which the 
financial interest is not substantial or 
the gift is an unsolicited item of nomi-
nal value. The standards of conduct 
must provide for disciplinary actions 
to be applied for violations of such 
standards by officers, employees, or 
agents of the non-Federal entity. 

(2) If the non-Federal entity has a 
parent, affiliate, or subsidiary organi-
zation that is not a state, local govern-
ment, or Indian tribe, the non-Federal 
entity must also maintain written 
standards of conduct covering organi-
zational conflicts of interest. Organiza-
tional conflicts of interest means that 
because of relationships with a parent 
company, affiliate, or subsidiary orga-
nization, the non-Federal entity is un-

able or appears to be unable to be im-
partial in conducting a procurement 
action involving a related organiza-
tion. 

(d) The non-Federal entity’s proce-
dures must avoid acquisition of unnec-
essary or duplicative items. Consider-
ation should be given to consolidating 
or breaking out procurements to ob-
tain a more economical purchase. 
Where appropriate, an analysis will be 
made of lease versus purchase alter-
natives, and any other appropriate 
analysis to determine the most eco-
nomical approach. 

(e) To foster greater economy and ef-
ficiency, and in accordance with efforts 
to promote cost-effective use of shared 
services across the Federal govern-
ment, the non-Federal entity is encour-
aged to enter into state and local inter-
governmental agreements or inter-en-
tity agreements where appropriate for 
procurement or use of common or 
shared goods and services. 

(f) The non-Federal entity is encour-
aged to use Federal excess and surplus 
property in lieu of purchasing new 
equipment and property whenever such 
use is feasible and reduces project 
costs. 

(g) The non-Federal entity is encour-
aged to use value engineering clauses 
in contracts for construction projects 
of sufficient size to offer reasonable op-
portunities for cost reductions. Value 
engineering is a systematic and cre-
ative analysis of each contract item or 
task to ensure that its essential func-
tion is provided at the overall lower 
cost. 

(h) The non-Federal entity must 
award contracts only to responsible 
contractors possessing the ability to 
perform successfully under the terms 
and conditions of a proposed procure-
ment. Consideration will be given to 
such matters as contractor integrity, 
compliance with public policy, record 
of past performance, and financial and 
technical resources. 

(i) The non-Federal entity must 
maintain records sufficient to detail 
the history of procurement. These 
records will include, but are not nec-
essarily limited to the following: ra-
tionale for the method of procurement, 
selection of contract type, contractor 
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selection or rejection, and the basis for 
the contract price. 

(j)(1) The non-Federal entity may use 
time and material type contracts only 
after a determination that no other 
contract is suitable and if the contract 
includes a ceiling price that the con-
tractor exceeds at its own risk. Time 
and material type contract means a 
contract whose cost to a non-Federal 
entity is the sum of: 

(i) The actual cost of materials; and 
(ii) Direct labor hours charged at 

fixed hourly rates that reflect wages, 
general and administrative expenses, 
and profit. 

(2) Since this formula generates an 
open-ended contract price, a time-and- 
materials contract provides no positive 
profit incentive to the contractor for 
cost control or labor efficiency. There-
fore, each contract must set a ceiling 
price that the contractor exceeds at its 
own risk. Further, the non-Federal en-
tity awarding such a contract must as-
sert a high degree of oversight in order 
to obtain reasonable assurance that 
the contractor is using efficient meth-
ods and effective cost controls. 

(k) The non-Federal entity alone 
must be responsible, in accordance 
with good administrative practice and 
sound business judgment, for the set-
tlement of all contractual and adminis-
trative issues arising out of procure-
ments. These issues include, but are 
not limited to, source evaluation, pro-
tests, disputes, and claims. These 
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under its contracts. The Fed-
eral awarding agency will not sub-
stitute its judgment for that of the 
non-Federal entity unless the matter is 
primarily a Federal concern. Viola-
tions of law will be referred to the 
local, state, or Federal authority hav-
ing proper jurisdiction. 

§ 200.319 Competition. 
(a) All procurement transactions 

must be conducted in a manner pro-
viding full and open competition con-
sistent with the standards of this sec-
tion. In order to ensure objective con-
tractor performance and eliminate un-
fair competitive advantage, contrac-
tors that develop or draft specifica-
tions, requirements, statements of 

work, and invitations for bids or re-
quests for proposals must be excluded 
from competing for such procurements. 
Some of the situations considered to be 
restrictive of competition include but 
are not limited to: 

(1) Placing unreasonable require-
ments on firms in order for them to 
qualify to do business; 

(2) Requiring unnecessary experience 
and excessive bonding; 

(3) Noncompetitive pricing practices 
between firms or between affiliated 
companies; 

(4) Noncompetitive contracts to con-
sultants that are on retainer contracts; 

(5) Organizational conflicts of inter-
est; 

(6) Specifying only a ‘‘brand name’’ 
product instead of allowing ‘‘an equal’’ 
product to be offered and describing 
the performance or other relevant re-
quirements of the procurement; and 

(7) Any arbitrary action in the pro-
curement process. 

(b) The non-Federal entity must con-
duct procurements in a manner that 
prohibits the use of statutorily or ad-
ministratively imposed state or local 
geographical preferences in the evalua-
tion of bids or proposals, except in 
those cases where applicable Federal 
statutes expressly mandate or encour-
age geographic preference. Nothing in 
this section preempts state licensing 
laws. When contracting for architec-
tural and engineering (A/E) services, 
geographic location may be a selection 
criterion provided its application 
leaves an appropriate number of quali-
fied firms, given the nature and size of 
the project, to compete for the con-
tract. 

(c) The non-Federal entity must have 
written procedures for procurement 
transactions. These procedures must 
ensure that all solicitations: 

(1) Incorporate a clear and accurate 
description of the technical require-
ments for the material, product, or 
service to be procured. Such descrip-
tion must not, in competitive procure-
ments, contain features which unduly 
restrict competition. The description 
may include a statement of the quali-
tative nature of the material, product 
or service to be procured and, when 
necessary, must set forth those min-
imum essential characteristics and 
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standards to which it must conform if 
it is to satisfy its intended use. De-
tailed product specifications should be 
avoided if at all possible. When it is 
impractical or uneconomical to make a 
clear and accurate description of the 
technical requirements, a ‘‘brand name 
or equivalent’’ description may be used 
as a means to define the performance 
or other salient requirements of pro-
curement. The specific features of the 
named brand which must be met by of-
fers must be clearly stated; and 

(2) Identify all requirements which 
the offerors must fulfill and all other 
factors to be used in evaluating bids or 
proposals. 

(d) The non-Federal entity must en-
sure that all prequalified lists of per-
sons, firms, or products which are used 
in acquiring goods and services are cur-
rent and include enough qualified 
sources to ensure maximum open and 
free competition. Also, the non-Federal 
entity must not preclude potential bid-
ders from qualifying during the solici-
tation period. 

§ 200.320 Methods of procurement to 
be followed. 

The non-Federal entity must use one 
of the following methods of procure-
ment. 

(a) Procurement by micro-purchases. 
Procurement by micro-purchase is the 
acquisition of supplies or services, the 
aggregate dollar amount of which does 
not exceed $3,000 (or $2,000 in the case 
of acquisitions for construction subject 
to the Davis-Bacon Act). To the extent 
practicable, the non-Federal entity 
must distribute micro-purchases equi-
tably among qualified suppliers. Micro- 
purchases may be awarded without so-
liciting competitive quotations if the 
non-Federal entity considers the price 
to be reasonable. 

(b) Procurement by small purchase 
procedures. Small purchase procedures 
are those relatively simple and infor-
mal procurement methods for securing 
services, supplies, or other property 
that do not cost more than the Sim-
plified Acquisition Threshold. If small 
purchase procedures are used, price or 
rate quotations must be obtained from 
an adequate number of qualified 
sources. 

(c) Procurement by sealed bids (for-
mal advertising). Bids are publicly so-
licited and a firm fixed price contract 
(lump sum or unit price) is awarded to 
the responsible bidder whose bid, con-
forming with all the material terms 
and conditions of the invitation for 
bids, is the lowest in price. The sealed 
bid method is the preferred method for 
procuring construction, if the condi-
tions in paragraph (c)(1) of this section 
apply. 

(1) In order for sealed bidding to be 
feasible, the following conditions 
should be present: 

(i) A complete, adequate, and real-
istic specification or purchase descrip-
tion is available; 

(ii) Two or more responsible bidders 
are willing and able to compete effec-
tively for the business; and 

(iii) The procurement lends itself to a 
firm fixed price contract and the selec-
tion of the successful bidder can be 
made principally on the basis of price. 

(2) If sealed bids are used, the fol-
lowing requirements apply: 

(i) The invitation for bids will be pub-
licly advertised and bids must be solic-
ited from an adequate number of 
known suppliers, providing them suffi-
cient response time prior to the date 
set for opening the bids; 

(ii) The invitation for bids, which 
will include any specifications and per-
tinent attachments, must define the 
items or services in order for the bidder 
to properly respond; 

(iii) All bids will be publicly opened 
at the time and place prescribed in the 
invitation for bids; 

(iv) A firm fixed price contract award 
will be made in writing to the lowest 
responsive and responsible bidder. 
Where specified in bidding documents, 
factors such as discounts, transpor-
tation cost, and life cycle costs must 
be considered in determining which bid 
is lowest. Payment discounts will only 
be used to determine the low bid when 
prior experience indicates that such 
discounts are usually taken advantage 
of; and 

(v) Any or all bids may be rejected if 
there is a sound documented reason. 

(d) Procurement by competitive pro-
posals. The technique of competitive 
proposals is normally conducted with 
more than one source submitting an 
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offer, and either a fixed price or cost- 
reimbursement type contract is award-
ed. It is generally used when conditions 
are not appropriate for the use of 
sealed bids. If this method is used, the 
following requirements apply: 

(1) Requests for proposals must be 
publicized and identify all evaluation 
factors and their relative importance. 
Any response to publicized requests for 
proposals must be considered to the 
maximum extent practical; 

(2) Proposals must be solicited from 
an adequate number of qualified 
sources; 

(3) The non-Federal entity must have 
a written method for conducting tech-
nical evaluations of the proposals re-
ceived and for selecting recipients; 

(4) Contracts must be awarded to the 
responsible firm whose proposal is 
most advantageous to the program, 
with price and other factors consid-
ered; and 

(5) The non-Federal entity may use 
competitive proposal procedures for 
qualifications-based procurement of ar-
chitectural/engineering (A/E) profes-
sional services whereby competitors’ 
qualifications are evaluated and the 
most qualified competitor is selected, 
subject to negotiation of fair and rea-
sonable compensation. The method, 
where price is not used as a selection 
factor, can only be used in procure-
ment of A/E professional services. It 
cannot be used to purchase other types 
of services though A/E firms are a po-
tential source to perform the proposed 
effort. 

(e) [Reserved] 
(f) Procurement by noncompetitive 

proposals. Procurement by non-
competitive proposals is procurement 
through solicitation of a proposal from 
only one source and may be used only 
when one or more of the following cir-
cumstances apply: 

(1) The item is available only from a 
single source; 

(2) The public exigency or emergency 
for the requirement will not permit a 
delay resulting from competitive solic-
itation; 

(3) The Federal awarding agency or 
pass-through entity expressly author-
izes noncompetitive proposals in re-
sponse to a written request from the 
non-Federal entity; or 

(4) After solicitation of a number of 
sources, competition is determined in-
adequate. 

§ 200.321 Contracting with small and 
minority businesses, women’s busi-
ness enterprises, and labor surplus 
area firms. 

(a) The non-Federal entity must take 
all necessary affirmative steps to as-
sure that minority businesses, women’s 
business enterprises, and labor surplus 
area firms are used when possible. 

(b) Affirmative steps must include: 
(1) Placing qualified small and mi-

nority businesses and women’s business 
enterprises on solicitation lists; 

(2) Assuring that small and minority 
businesses, and women’s business en-
terprises are solicited whenever they 
are potential sources; 

(3) Dividing total requirements, when 
economically feasible, into smaller 
tasks or quantities to permit max-
imum participation by small and mi-
nority businesses, and women’s busi-
ness enterprises; 

(4) Establishing delivery schedules, 
where the requirement permits, which 
encourage participation by small and 
minority businesses, and women’s busi-
ness enterprises; 

(5) Using the services and assistance, 
as appropriate, of such organizations as 
the Small Business Administration and 
the Minority Business Development 
Agency of the Department of Com-
merce; and 

(6) Requiring the prime contractor, if 
subcontracts are to be let, to take the 
affirmative steps listed in paragraphs 
(1) through (5) of this section. 

§ 200.322 Procurement of recovered 
materials. 

A non-Federal entity that is a state 
agency or agency of a political subdivi-
sion of a state and its contractors must 
comply with section 6002 of the Solid 
Waste Disposal Act, as amended by the 
Resource Conservation and Recovery 
Act. The requirements of Section 6002 
include procuring only items des-
ignated in guidelines of the Environ-
mental Protection Agency (EPA) at 40 
CFR part 247 that contain the highest 
percentage of recovered materials prac-
ticable, consistent with maintaining a 
satisfactory level of competition, 
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where the purchase price of the item 
exceeds $10,000 or the value of the 
quantity acquired by the preceding fis-
cal year exceeded $10,000; procuring 
solid waste management services in a 
manner that maximizes energy and re-
source recovery; and establishing an af-
firmative procurement program for 
procurement of recovered materials 
identified in the EPA guidelines. 

§ 200.323 Contract cost and price. 
(a) The non-Federal entity must per-

form a cost or price analysis in connec-
tion with every procurement action in 
excess of the Simplified Acquisition 
Threshold including contract modifica-
tions. The method and degree of anal-
ysis is dependent on the facts sur-
rounding the particular procurement 
situation, but as a starting point, the 
non-Federal entity must make inde-
pendent estimates before receiving bids 
or proposals. 

(b) The non-Federal entity must ne-
gotiate profit as a separate element of 
the price for each contract in which 
there is no price competition and in all 
cases where cost analysis is performed. 
To establish a fair and reasonable prof-
it, consideration must be given to the 
complexity of the work to be per-
formed, the risk borne by the con-
tractor, the contractor’s investment, 
the amount of subcontracting, the 
quality of its record of past perform-
ance, and industry profit rates in the 
surrounding geographical area for 
similar work. 

(c) Costs or prices based on estimated 
costs for contracts under the Federal 
award are allowable only to the extent 
that costs incurred or cost estimates 
included in negotiated prices would be 
allowable for the non-Federal entity 
under Subpart E—Cost Principles of 
this part. The non-Federal entity may 
reference its own cost principles that 
comply with the Federal cost prin-
ciples. 

(d) The cost plus a percentage of cost 
and percentage of construction cost 
methods of contracting must not be 
used. 

§ 200.324 Federal awarding agency or 
pass-through entity review. 

(a) The non-Federal entity must 
make available, upon request of the 

Federal awarding agency or pass- 
through entity, technical specifica-
tions on proposed procurements where 
the Federal awarding agency or pass- 
through entity believes such review is 
needed to ensure that the item or serv-
ice specified is the one being proposed 
for acquisition. This review generally 
will take place prior to the time the 
specification is incorporated into a so-
licitation document. However, if the 
non-Federal entity desires to have the 
review accomplished after a solicita-
tion has been developed, the Federal 
awarding agency or pass-through enti-
ty may still review the specifications, 
with such review usually limited to the 
technical aspects of the proposed pur-
chase. 

(b) The non-Federal entity must 
make available upon request, for the 
Federal awarding agency or pass- 
through entity pre-procurement re-
view, procurement documents, such as 
requests for proposals or invitations 
for bids, or independent cost estimates, 
when: 

(1) The non-Federal entity’s procure-
ment procedures or operation fails to 
comply with the procurement stand-
ards in this part; 

(2) The procurement is expected to 
exceed the Simplified Acquisition 
Threshold and is to be awarded without 
competition or only one bid or offer is 
received in response to a solicitation; 

(3) The procurement, which is ex-
pected to exceed the Simplified Acqui-
sition Threshold, specifies a ‘‘brand 
name’’ product; 

(4) The proposed contract is more 
than the Simplified Acquisition 
Threshold and is to be awarded to 
other than the apparent low bidder 
under a sealed bid procurement; or 

(5) A proposed contract modification 
changes the scope of a contract or in-
creases the contract amount by more 
than the Simplified Acquisition 
Threshold. 

(c) The non-Federal entity is exempt 
from the pre-procurement review in 
paragraph (b) of this section if the Fed-
eral awarding agency or pass-through 
entity determines that its procurement 
systems comply with the standards of 
this part. 

(1) The non-Federal entity may re-
quest that its procurement system be 
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reviewed by the Federal awarding 
agency or pass-through entity to deter-
mine whether its system meets these 
standards in order for its system to be 
certified. Generally, these reviews 
must occur where there is continuous 
high-dollar funding, and third party 
contracts are awarded on a regular 
basis; 

(2) The non-Federal entity may self- 
certify its procurement system. Such 
self-certification must not limit the 
Federal awarding agency’s right to sur-
vey the system. Under a self-certifi-
cation procedure, the Federal awarding 
agency may rely on written assurances 
from the non-Federal entity that it is 
complying with these standards. The 
non-Federal entity must cite specific 
policies, procedures, regulations, or 
standards as being in compliance with 
these requirements and have its system 
available for review. 

§ 200.325 Bonding requirements. 
For construction or facility improve-

ment contracts or subcontracts exceed-
ing the Simplified Acquisition Thresh-
old, the Federal awarding agency or 
pass-through entity may accept the 
bonding policy and requirements of the 
non-Federal entity provided that the 
Federal awarding agency or pass- 
through entity has made a determina-
tion that the Federal interest is ade-
quately protected. If such a determina-
tion has not been made, the minimum 
requirements must be as follows: 

(a) A bid guarantee from each bidder 
equivalent to five percent of the bid 
price. The ‘‘bid guarantee’’ must con-
sist of a firm commitment such as a 
bid bond, certified check, or other ne-
gotiable instrument accompanying a 
bid as assurance that the bidder will, 
upon acceptance of the bid, execute 
such contractual documents as may be 
required within the time specified. 

(b) A performance bond on the part of 
the contractor for 100 percent of the 
contract price. A ‘‘performance bond’’ 
is one executed in connection with a 
contract to secure fulfillment of all the 
contractor’s obligations under such 
contract. 

(c) A payment bond on the part of the 
contractor for 100 percent of the con-
tract price. A ‘‘payment bond’’ is one 
executed in connection with a contract 

to assure payment as required by law 
of all persons supplying labor and ma-
terial in the execution of the work pro-
vided for in the contract. 

§ 200.326 Contract provisions. 
The non-Federal entity’s contracts 

must contain the applicable provisions 
described in Appendix II to Part 200— 
Contract Provisions for non-Federal 
Entity Contracts Under Federal 
Awards. 

PERFORMANCE AND FINANCIAL 
MONITORING AND REPORTING 

§ 200.327 Financial reporting. 
Unless otherwise approved by OMB, 

the Federal awarding agency may so-
licit only the standard, OMB-approved 
governmentwide data elements for col-
lection of financial information (at 
time of publication the Federal Finan-
cial Report or such future collections 
as may be approved by OMB and listed 
on the OMB Web site). This informa-
tion must be collected with the fre-
quency required by the terms and con-
ditions of the Federal award, but no 
less frequently than annually nor more 
frequently than quarterly except in un-
usual circumstances, for example 
where more frequent reporting is nec-
essary for the effective monitoring of 
the Federal award or could signifi-
cantly affect program outcomes, and 
preferably in coordination with per-
formance reporting. 

200.328 Monitoring and reporting pro-
gram performance. 

(a) Monitoring by the non-Federal enti-
ty. The non-Federal entity is respon-
sible for oversight of the operations of 
the Federal award supported activities. 
The non-Federal entity must monitor 
its activities under Federal awards to 
assure compliance with applicable Fed-
eral requirements and performance ex-
pectations are being achieved. Moni-
toring by the non-Federal entity must 
cover each program, function or activ-
ity. See also § 200.331 Requirements for 
pass-through entities. 

(b) Non-construction performance re-
ports. The Federal awarding agency 
must use standard, OMB-approved data 
elements for collection of performance 
information (including performance 
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progress reports, Research Perform-
ance Progress Report, or such future 
collections as may be approved by OMB 
and listed on the OMB Web site). 

(1) The non-Federal entity must sub-
mit performance reports at the inter-
val required by the Federal awarding 
agency or pass-through entity to best 
inform improvements in program out-
comes and productivity. Intervals must 
be no less frequent than annually nor 
more frequent than quarterly except in 
unusual circumstances, for example 
where more frequent reporting is nec-
essary for the effective monitoring of 
the Federal award or could signifi-
cantly affect program outcomes. An-
nual reports must be due 90 calendar 
days after the reporting period; quar-
terly or semiannual reports must be 
due 30 calendar days after the report-
ing period. Alternatively, the Federal 
awarding agency or pass-through enti-
ty may require annual reports before 
the anniversary dates of multiple year 
Federal awards. The final performance 
report will be due 90 calendar days 
after the period of performance end 
date. If a justified request is submitted 
by a non-Federal entity, the Federal 
agency may extend the due date for 
any performance report. 

(2) The non-Federal entity must sub-
mit performance reports using OMB- 
approved governmentwide standard in-
formation collections when providing 
performance information. As appro-
priate in accordance with above men-
tioned information collections, these 
reports will contain, for each Federal 
award, brief information on the fol-
lowing unless other collections are ap-
proved by OMB: 

(i) A comparison of actual accom-
plishments to the objectives of the 
Federal award established for the pe-
riod. Where the accomplishments of 
the Federal award can be quantified, a 
computation of the cost (for example, 
related to units of accomplishment) 
may be required if that information 
will be useful. Where performance 
trend data and analysis would be in-
formative to the Federal awarding 
agency program, the Federal awarding 
agency should include this as a per-
formance reporting requirement. 

(ii) The reasons why established 
goals were not met, if appropriate. 

(iii) Additional pertinent information 
including, when appropriate, analysis 
and explanation of cost overruns or 
high unit costs. 

(c) Construction performance reports. 
For the most part, onsite technical in-
spections and certified percentage of 
completion data are relied on heavily 
by Federal awarding agencies and pass- 
through entities to monitor progress 
under Federal awards and subawards 
for construction. The Federal awarding 
agency may require additional per-
formance reports only when considered 
necessary. 

(d) Significant developments. Events 
may occur between the scheduled per-
formance reporting dates that have sig-
nificant impact upon the supported ac-
tivity. In such cases, the non-Federal 
entity must inform the Federal award-
ing agency or pass-through entity as 
soon as the following types of condi-
tions become known: 

(1) Problems, delays, or adverse con-
ditions which will materially impair 
the ability to meet the objective of the 
Federal award. This disclosure must in-
clude a statement of the action taken, 
or contemplated, and any assistance 
needed to resolve the situation. 

(2) Favorable developments which en-
able meeting time schedules and objec-
tives sooner or at less cost than antici-
pated or producing more or different 
beneficial results than originally 
planned. 

(e) The Federal awarding agency may 
make site visits as warranted by pro-
gram needs. 

(f) The Federal awarding agency may 
waive any performance report required 
by this part if not needed. 

§ 200.329 Reporting on real property. 
The Federal awarding agency or pass- 

through entity must require a non-Fed-
eral entity to submit reports at least 
annually on the status of real property 
in which the Federal government re-
tains an interest, unless the Federal in-
terest in the real property extends 15 
years or longer. In those instances 
where the Federal interest attached is 
for a period of 15 years or more, the 
Federal awarding agency or pass- 
through entity, at its option, may re-
quire the non-Federal entity to report 
at various multi-year frequencies (e.g., 
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every two years or every three years, 
not to exceed a five-year reporting pe-
riod; or a Federal awarding agency or 
pass-through entity may require an-
nual reporting for the first three years 
of a Federal award and thereafter re-
quire reporting every five years). 

SUBRECIPIENT MONITORING AND 
MANAGEMENT 

§ 200.330 Subrecipient and contractor 
determinations. 

The non-Federal entity may concur-
rently receive Federal awards as a re-
cipient, a subrecipient, and a con-
tractor, depending on the substance of 
its agreements with Federal awarding 
agencies and pass-through entities. 
Therefore, a pass-through entity must 
make case-by-case determinations 
whether each agreement it makes for 
the disbursement of Federal program 
funds casts the party receiving the 
funds in the role of a subrecipient or a 
contractor. The Federal awarding 
agency may supply and require recipi-
ents to comply with additional guid-
ance to support these determinations 
provided such guidance does not con-
flict with this section. 

(a) Subrecipients. A subaward is for 
the purpose of carrying out a portion of 
a Federal award and creates a Federal 
assistance relationship with the sub-
recipient. See § 200.92 Subaward. Char-
acteristics which support the classi-
fication of the non-Federal entity as a 
subrecipient include when the non-Fed-
eral entity: 

(1) Determines who is eligible to re-
ceive what Federal assistance; 

(2) Has its performance measured in 
relation to whether objectives of a Fed-
eral program were met; 

(3) Has responsibility for pro-
grammatic decision making; 

(4) Is responsible for adherence to ap-
plicable Federal program requirements 
specified in the Federal award; and 

(5) In accordance with its agreement, 
uses the Federal funds to carry out a 
program for a public purpose specified 
in authorizing statute, as opposed to 
providing goods or services for the ben-
efit of the pass-through entity. 

(b) Contractors. A contract is for the 
purpose of obtaining goods and services 
for the non-Federal entity’s own use 

and creates a procurement relationship 
with the contractor. See § 200.22 Con-
tract. Characteristics indicative of a 
procurement relationship between the 
non-Federal entity and a contractor 
are when the non-Federal entity re-
ceiving the Federal funds: 

(1) Provides the goods and services 
within normal business operations; 

(2) Provides similar goods or services 
to many different purchasers; 

(3) Normally operates in a competi-
tive environment; 

(4) Provides goods or services that 
are ancillary to the operation of the 
Federal program; and 

(5) Is not subject to compliance re-
quirements of the Federal program as a 
result of the agreement, though similar 
requirements may apply for other rea-
sons. 

(c) Use of judgment in making deter-
mination. In determining whether an 
agreement between a pass-through en-
tity and another non-Federal entity 
casts the latter as a subrecipient or a 
contractor, the substance of the rela-
tionship is more important than the 
form of the agreement. All of the char-
acteristics listed above may not be 
present in all cases, and the pass- 
through entity must use judgment in 
classifying each agreement as a 
subaward or a procurement contract. 

§ 200.331 Requirements for pass- 
through entities. 

All pass-through entities must: 
(a) Ensure that every subaward is 

clearly identified to the subrecipient as 
a subaward and includes the following 
information at the time of the 
subaward and if any of these data ele-
ments change, include the changes in 
subsequent subaward modification. 
When some of this information is not 
available, the pass-through entity 
must provide the best information 
available to describe the Federal award 
and subaward. Required information 
includes: 

(1) Federal Award Identification. 
(i) Subrecipient name (which must 

match registered name in DUNS); 
(ii) Subrecipient’s DUNS number (see 

§ 200.32 Data Universal Numbering Sys-
tem (DUNS) number); 

(iii) Federal Award Identification 
Number (FAIN); 
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(iv) Federal Award Date (see § 200.39 
Federal award date); 

(v) Subaward Period of Performance 
Start and End Date; 

(vi) Amount of Federal Funds Obli-
gated by this action; 

(vii) Total Amount of Federal Funds 
Obligated to the subrecipient; 

(viii) Total Amount of the Federal 
Award; 

(ix) Federal award project descrip-
tion, as required to be responsive to 
the Federal Funding Accountability 
and Transparency Act (FFATA); 

(x) Name of Federal awarding agency, 
pass-through entity, and contact infor-
mation for awarding official, 

(xi) CFDA Number and Name; the 
pass-through entity must identify the 
dollar amount made available under 
each Federal award and the CFDA 
number at time of disbursement; 

(xii) Identification of whether the 
award is R&D; and 

(xiii) Indirect cost rate for the Fed-
eral award (including if the de minimis 
rate is charged per § 200.414 Indirect 
(F&A) costs). 

(2) All requirements imposed by the 
pass-through entity on the sub-
recipient so that the Federal award is 
used in accordance with Federal stat-
utes, regulations and the terms and 
conditions of the Federal award. 

(3) Any additional requirements that 
the pass-through entity imposes on the 
subrecipient in order for the pass- 
through entity to meet its own respon-
sibility to the Federal awarding agency 
including identification of any required 
financial and performance reports; 

(4) An approved federally recognized 
indirect cost rate negotiated between 
the subrecipient and the Federal gov-
ernment or, if no such rate exists, ei-
ther a rate negotiated between the 
pass-through entity and the sub-
recipient (in compliance with this 
part), or a de minimis indirect cost 
rate as defined in § 200.414 Indirect 
(F&A) costs, paragraph (b) of this part. 

(5) A requirement that the sub-
recipient permit the pass-through enti-
ty and auditors to have access to the 
subrecipient’s records and financial 
statements as necessary for the pass- 
through entity to meet the require-
ments of this section, §§ 200.300 Statu-
tory and national policy requirements 

through 200.309 Period of performance, 
and Subpart F—Audit Requirements of 
this part; and 

(6) Appropriate terms and conditions 
concerning closeout of the subaward. 

(b) Evaluate each subrecipient’s risk 
of noncompliance with Federal stat-
utes, regulations, and the terms and 
conditions of the subaward for purposes 
of determining the appropriate sub-
recipient monitoring described in para-
graph (e) of this section, which may in-
clude consideration of such factors as: 

(1) The subrecipient’s prior experi-
ence with the same or similar sub-
awards; 

(2) The results of previous audits in-
cluding whether or not the sub-
recipient receives a Single Audit in ac-
cordance with Subpart F—Audit Re-
quirements of this part, and the extent 
to which the same or similar subaward 
has been audited as a major program; 

(3) Whether the subrecipient has new 
personnel or new or substantially 
changed systems; and 

(4) The extent and results of Federal 
awarding agency monitoring (e.g., if 
the subrecipient also receives Federal 
awards directly from a Federal award-
ing agency). 

(c) Consider imposing specific 
subaward conditions upon a sub-
recipient if appropriate as described in 
§ 200.207 Specific conditions. 

(d) Monitor the activities of the sub-
recipient as necessary to ensure that 
the subaward is used for authorized 
purposes, in compliance with Federal 
statutes, regulations, and the terms 
and conditions of the subaward; and 
that subaward performance goals are 
achieved. Pass-through entity moni-
toring of the subrecipient must in-
clude: 

(1) Reviewing financial and pro-
grammatic reports required by the 
pass-through entity. 

(2) Following-up and ensuring that 
the subrecipient takes timely and ap-
propriate action on all deficiencies per-
taining to the Federal award provided 
to the subrecipient from the pass- 
through entity detected through au-
dits, on-site reviews, and other means. 

(3) Issuing a management decision for 
audit findings pertaining to the Fed-
eral award provided to the subrecipient 
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from the pass-through entity as re-
quired by § 200.521 Management deci-
sion. 

(e) Depending upon the pass-through 
entity’s assessment of risk posed by 
the subrecipient (as described in para-
graph (b) of this section), the following 
monitoring tools may be useful for the 
pass-through entity to ensure proper 
accountability and compliance with 
program requirements and achieve-
ment of performance goals: 

(1) Providing subrecipients with 
training and technical assistance on 
program-related matters; and 

(2) Performing on-site reviews of the 
subrecipient’s program operations; 

(3) Arranging for agreed-upon-proce-
dures engagements as described in 
§ 200.425 Audit services. 

(f) Verify that every subrecipient is 
audited as required by Subpart F— 
Audit Requirements of this part when 
it is expected that the subrecipient’s 
Federal awards expended during the re-
spective fiscal year equaled or exceeded 
the threshold set forth in § 200.501 Audit 
requirements. 

(g) Consider whether the results of 
the subrecipient’s audits, on-site re-
views, or other monitoring indicate 
conditions that necessitate adjust-
ments to the pass-through entity’s own 
records. 

(h) Consider taking enforcement ac-
tion against noncompliant subrecipi-
ents as described in § 200.338 Remedies 
for noncompliance of this part and in 
program regulations. 

§ 200.332 Fixed amount subawards. 
With prior written approval from the 

Federal awarding agency, a pass- 
through entity may provide subawards 
based on fixed amounts up to the Sim-
plified Acquisition Threshold, provided 
that the subawards meet the require-
ments for fixed amount awards in 
§ 200.201 Use of grant agreements (in-
cluding fixed amount awards), coopera-
tive agreements, and contracts. 

RECORD RETENTION AND ACCESS 

§ 200.333 Retention requirements for 
records. 

Financial records, supporting docu-
ments, statistical records, and all 
other non-Federal entity records perti-

nent to a Federal award must be re-
tained for a period of three years from 
the date of submission of the final ex-
penditure report or, for Federal awards 
that are renewed quarterly or annu-
ally, from the date of the submission of 
the quarterly or annual financial re-
port, respectively, as reported to the 
Federal awarding agency or pass- 
through entity in the case of a sub-
recipient. Federal awarding agencies 
and pass-through entities must not im-
pose any other record retention re-
quirements upon non-Federal entities. 
The only exceptions are the following: 

(a) If any litigation, claim, or audit 
is started before the expiration of the 
3-year period, the records must be re-
tained until all litigation, claims, or 
audit findings involving the records 
have been resolved and final action 
taken. 

(b) When the non-Federal entity is 
notified in writing by the Federal 
awarding agency, cognizant agency for 
audit, oversight agency for audit, cog-
nizant agency for indirect costs, or 
pass-through entity to extend the re-
tention period. 

(c) Records for real property and 
equipment acquired with Federal funds 
must be retained for 3 years after final 
disposition. 

(d) When records are transferred to or 
maintained by the Federal awarding 
agency or pass-through entity, the 3- 
year retention requirement is not ap-
plicable to the non-Federal entity. 

(e) Records for program income 
transactions after the period of per-
formance. In some cases recipients 
must report program income after the 
period of performance. Where there is 
such a requirement, the retention pe-
riod for the records pertaining to the 
earning of the program income starts 
from the end of the non-Federal enti-
ty’s fiscal year in which the program 
income is earned. 

(f) Indirect cost rate proposals and 
cost allocations plans. This paragraph 
applies to the following types of docu-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allocation plans, and any 
similar accounting computations of 
the rate at which a particular group of 
costs is chargeable (such as computer 
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usage chargeback rates or composite 
fringe benefit rates). 

(1) If submitted for negotiation. If the 
proposal, plan, or other computation is 
required to be submitted to the Federal 
government (or to the pass-through en-
tity) to form the basis for negotiation 
of the rate, then the 3-year retention 
period for its supporting records starts 
from the date of such submission. 

(2) If not submitted for negotiation. If 
the proposal, plan, or other computa-
tion is not required to be submitted to 
the Federal government (or to the 
pass-through entity) for negotiation 
purposes, then the 3-year retention pe-
riod for the proposal, plan, or computa-
tion and its supporting records starts 
from the end of the fiscal year (or 
other accounting period) covered by 
the proposal, plan, or other computa-
tion. 

§ 200.334 Requests for transfer of 
records. 

The Federal awarding agency must 
request transfer of certain records to 
its custody from the non-Federal enti-
ty when it determines that the records 
possess long-term retention value. 
However, in order to avoid duplicate 
recordkeeping, the Federal awarding 
agency may make arrangements for 
the non-Federal entity to retain any 
records that are continuously needed 
for joint use. 

§ 200.335 Methods for collection, trans-
mission and storage of information. 

In accordance with the May 2013 Ex-
ecutive Order on Making Open and Ma-
chine Readable the New Default for 
Government Information, the Federal 
awarding agency and the non-Federal 
entity should, whenever practicable, 
collect, transmit, and store Federal 
award-related information in open and 
machine readable formats rather than 
in closed formats or on paper. The Fed-
eral awarding agency or pass-through 
entity must always provide or accept 
paper versions of Federal award-related 
information to and from the non-Fed-
eral entity upon request. If paper cop-
ies are submitted, the Federal award-
ing agency or pass-through entity must 
not require more than an original and 
two copies. When original records are 
electronic and cannot be altered, there 

is no need to create and retain paper 
copies. When original records are 
paper, electronic versions may be sub-
stituted through the use of duplication 
or other forms of electronic media pro-
vided that they are subject to periodic 
quality control reviews, provide rea-
sonable safeguards against alteration, 
and remain readable. 

§ 200.336 Access to records. 

(a) Records of non-Federal entities. The 
Federal awarding agency, Inspectors 
General, the Comptroller General of 
the United States, and the pass- 
through entity, or any of their author-
ized representatives, must have the 
right of access to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to the 
Federal award, in order to make au-
dits, examinations, excerpts, and tran-
scripts. The right also includes timely 
and reasonable access to the non-Fed-
eral entity’s personnel for the purpose 
of interview and discussion related to 
such documents. 

(b) Only under extraordinary and 
rare circumstances would such access 
include review of the true name of vic-
tims of a crime. Routine monitoring 
cannot be considered extraordinary and 
rare circumstances that would neces-
sitate access to this information. When 
access to the true name of victims of a 
crime is necessary, appropriate steps to 
protect this sensitive information must 
be taken by both the non-Federal enti-
ty and the Federal awarding agency. 
Any such access, other than under a 
court order or subpoena pursuant to a 
bona fide confidential investigation, 
must be approved by the head of the 
Federal awarding agency or delegate. 

(c) Expiration of right of access. The 
rights of access in this section are not 
limited to the required retention pe-
riod but last as long as the records are 
retained. Federal awarding agencies 
and pass-through entities must not im-
pose any other access requirements 
upon non-Federal entities. 

§ 200.337 Restrictions on public access 
to records. 

No Federal awarding agency may 
place restrictions on the non-Federal 
entity that limit public access to the 
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records of the non-Federal entity perti-
nent to a Federal award, except for 
protected personally identifiable infor-
mation (PII) or when the Federal 
awarding agency can demonstrate that 
such records will be kept confidential 
and would have been exempted from 
disclosure pursuant to the Freedom of 
Information Act (5 U.S.C. 552) or con-
trolled unclassified information pursu-
ant to Executive Order 13556 if the 
records had belonged to the Federal 
awarding agency. The Freedom of In-
formation Act (5 U.S.C. 552) (FOIA) 
does not apply to those records that re-
main under a non-Federal entity’s con-
trol except as required under § 200.315 
Intangible property. Unless required by 
Federal, state, or local statute, non- 
Federal entities are not required to 
permit public access to their records. 
The non-Federal entity’s records pro-
vided to a Federal agency generally 
will be subject to FOIA and applicable 
exemptions. 

REMEDIES FOR NONCOMPLIANCE 

§ 200.338 Remedies for noncompliance. 
If a non-Federal entity fails to com-

ply with Federal statutes, regulations 
or the terms and conditions of a Fed-
eral award, the Federal awarding agen-
cy or pass-through entity may impose 
additional conditions, as described in 
§ 200.207 Specific conditions. If the Fed-
eral awarding agency or pass-through 
entity determines that noncompliance 
cannot be remedied by imposing addi-
tional conditions, the Federal awarding 
agency or pass-through entity may 
take one or more of the following ac-
tions, as appropriate in the cir-
cumstances: 

(a) Temporarily withhold cash pay-
ments pending correction of the defi-
ciency by the non-Federal entity or 
more severe enforcement action by the 
Federal awarding agency or pass- 
through entity. 

(b) Disallow (that is, deny both use of 
funds and any applicable matching 
credit for) all or part of the cost of the 
activity or action not in compliance. 

(c) Wholly or partly suspend or ter-
minate the Federal award. 

(d) Initiate suspension or debarment 
proceedings as authorized under 2 CFR 
part 180 and Federal awarding agency 

regulations (or in the case of a pass- 
through entity, recommend such a pro-
ceeding be initiated by a Federal 
awarding agency). 

(e) Withhold further Federal awards 
for the project or program. 

(f) Take other remedies that may be 
legally available. 

§ 200.339 Termination. 

(a) The Federal award may be termi-
nated in whole or in part as follows: 

(1) By the Federal awarding agency 
or pass-through entity, if a non-Fed-
eral entity fails to comply with the 
terms and conditions of a Federal 
award; 

(2) By the Federal awarding agency 
or pass-through entity for cause; 

(3) By the Federal awarding agency 
or pass-through entity with the con-
sent of the non-Federal entity, in 
which case the two parties must agree 
upon the termination conditions, in-
cluding the effective date and, in the 
case of partial termination, the portion 
to be terminated; or 

(4) By the non-Federal entity upon 
sending to the Federal awarding agen-
cy or pass-through entity written noti-
fication setting forth the reasons for 
such termination, the effective date, 
and, in the case of partial termination, 
the portion to be terminated. However, 
if the Federal awarding agency or pass- 
through entity determines in the case 
of partial termination that the reduced 
or modified portion of the Federal 
award or subaward will not accomplish 
the purposes for which the Federal 
award was made, the Federal awarding 
agency or pass-through entity may ter-
minate the Federal award in its en-
tirety. 

(b) When a Federal award is termi-
nated or partially terminated, both the 
Federal awarding agency or pass- 
through entity and the non-Federal en-
tity remain responsible for compliance 
with the requirements in §§ 200.343 
Closeout and 200.344 Post-closeout ad-
justments and continuing responsibil-
ities. 

§ 200.340 Notification of termination 
requirement. 

(a) The Federal agency or pass- 
through entity must provide to the 
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non-Federal entity a notice of termi-
nation. 

(b) If the Federal award is terminated 
for the non-Federal entity’s failure to 
comply with the Federal statutes, reg-
ulations, or terms and conditions of 
the Federal award, the notification 
must state that the termination deci-
sion may be considered in evaluating 
future applications received from the 
non-Federal entity. 

(c) Upon termination of a Federal 
award, the Federal awarding agency 
must provide the information required 
under FFATA to the Federal Web site 
established to fulfill the requirements 
of FFATA, and update or notify any 
other relevant governmentwide sys-
tems or entities of any indications of 
poor performance as required by 41 
U.S.C. 417b and 31 U.S.C. 3321 and im-
plementing guidance at 2 CFR part 77. 
See also the requirements for Suspen-
sion and Debarment at 2 CFR part 180. 

§ 200.341 Opportunities to object, hear-
ings and appeals. 

Upon taking any remedy for non- 
compliance, the Federal awarding 
agency must provide the non-Federal 
entity an opportunity to object and 
provide information and documenta-
tion challenging the suspension or ter-
mination action, in accordance with 
written processes and procedures pub-
lished by the Federal awarding agency. 
The Federal awarding agency or pass- 
through entity must comply with any 
requirements for hearings, appeals or 
other administrative proceedings 
which the non-Federal entity is enti-
tled under any statute or regulation 
applicable to the action involved. 

§ 200.342 Effects of suspension and ter-
mination. 

Costs to the non-Federal entity re-
sulting from obligations incurred by 
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subaward are not allow-
able unless the Federal awarding agen-
cy or pass-through entity expressly au-
thorizes them in the notice of suspen-
sion or termination or subsequently. 
However, costs during suspension or 
after termination are allowable if: 

(a) The costs result from obligations 
which were properly incurred by the 

non-Federal entity before the effective 
date of suspension or termination, are 
not in anticipation of it; and 

(b) The costs would be allowable if 
the Federal award was not suspended 
or expired normally at the end of the 
period of performance in which the ter-
mination takes effect. 

CLOSEOUT 

§ 200.343 Closeout. 

The Federal agency or pass-through 
entity will close-out the Federal award 
when it determines that all applicable 
administrative actions and all required 
work of the Federal award have been 
completed by the non-Federal entity. 
This section specifies the actions the 
non-Federal entity and Federal award-
ing agency or pass-through entity must 
take to complete this process at the 
end of the period of performance. 

(a) The non-Federal entity must sub-
mit, no later than 90 calendar days 
after the end date of the period of per-
formance, all financial, performance, 
and other reports as required by or the 
terms and conditions of the Federal 
award. The Federal awarding agency or 
pass-through entity may approve ex-
tensions when requested by the non- 
Federal entity. 

(b) Unless the Federal awarding agen-
cy or pass-through entity authorizes an 
extension, a non-Federal entity must 
liquidate all obligations incurred under 
the Federal award not later than 90 
calendar days after the end date of the 
period of performance as specified in 
the terms and conditions of the Federal 
award. 

(c) The Federal awarding agency or 
pass-through entity must make prompt 
payments to the non-Federal entity for 
allowable reimbursable costs under the 
Federal award being closed out. 

(d) The non-Federal entity must 
promptly refund any balances of unob-
ligated cash that the Federal awarding 
agency or pass-through entity paid in 
advance or paid and that is not author-
ized to be retained by the non-Federal 
entity for use in other projects. See 
OMB Circular A–129 and see § 200.345 
Collection of amounts due for require-
ments regarding unreturned amounts 
that become delinquent debts. 
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(e) Consistent with the terms and 
conditions of the Federal award, the 
Federal awarding agency or pass- 
through entity must make a settle-
ment for any upward or downward ad-
justments to the Federal share of costs 
after closeout reports are received. 

(f) The non-Federal entity must ac-
count for any real and personal prop-
erty acquired with Federal funds or re-
ceived from the Federal government in 
accordance with §§ 200.310 Insurance 
coverage through 200.316 Property trust 
relationship and 200.329 Reporting on 
real property. 

(g) The Federal awarding agency or 
pass-through entity should complete 
all closeout actions for Federal awards 
no later than one year after receipt and 
acceptance of all required final reports. 

POST-CLOSEOUT ADJUSTMENTS AND 
CONTINUING RESPONSIBILITIES 

§ 200.344 Post-closeout adjustments 
and continuing responsibilities. 

(a) The closeout of a Federal award 
does not affect any of the following. 

(1) The right of the Federal awarding 
agency or pass-through entity to dis-
allow costs and recover funds on the 
basis of a later audit or other review. 
The Federal awarding agency or pass- 
through entity must make any cost 
disallowance determination and notify 
the non-Federal entity within the 
record retention period. 

(2) The obligation of the non-Federal 
entity to return any funds due as a re-
sult of later refunds, corrections, or 
other transactions including final indi-
rect cost rate adjustments. 

(3) Audit requirements in Subpart 
F—Audit Requirements of this part. 

(4) Property management and dis-
position requirements in Subpart D— 
Post Federal Award Requirements of 
this part, §§ 200.310 Insurance Coverage 
through 200.316 Property trust relation-
ship. 

(5) Records retention as required in 
Subpart D—Post Federal Award Re-
quirements of this part, §§ 200.333 Re-
tention requirements for records 
through 200.337 Restrictions on public 
access to records. 

(b) After closeout of the Federal 
award, a relationship created under the 
Federal award may be modified or 

ended in whole or in part with the con-
sent of the Federal awarding agency or 
pass-through entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Federal entity referred 
to in paragraph (a) of this section in-
cluding those for property management 
as applicable, are considered and provi-
sions made for continuing responsibil-
ities of the non-Federal entity, as ap-
propriate. 

COLLECTION OF AMOUNTS DUE 

§ 200.345 Collection of amounts due. 

(a) Any funds paid to the non-Federal 
entity in excess of the amount to 
which the non-Federal entity is finally 
determined to be entitled under the 
terms of the Federal award constitute 
a debt to the Federal government. If 
not paid within 90 calendar days after 
demand, the Federal awarding agency 
may reduce the debt by: 

(1) Making an administrative offset 
against other requests for reimburse-
ments; 

(2) Withholding advance payments 
otherwise due to the non-Federal enti-
ty; or 

(3) Other action permitted by Federal 
statute. 

(b) Except where otherwise provided 
by statutes or regulations, the Federal 
awarding agency will charge interest 
on an overdue debt in accordance with 
the Federal Claims Collection Stand-
ards (31 CFR parts 900 through 999). The 
date from which interest is computed 
is not extended by litigation or the fil-
ing of any form of appeal. 

Subpart E—Cost Principles 

GENERAL PROVISIONS 

§ 200.400 Policy guide. 

The application of these cost prin-
ciples is based on the fundamental 
premises that: 

(a) The non-Federal entity is respon-
sible for the efficient and effective ad-
ministration of the Federal award 
through the application of sound man-
agement practices. 

(b) The non-Federal entity assumes 
responsibility for administering Fed-
eral funds in a manner consistent with 
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